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FOREIGN ECONOMIC INTERESTS IN CHINA 
AND JAPAN 


Japan, Great Britain, and the United States are the Powers 
with the greatest material interests in the Far East. Japan 
monopolises the trade and investments of Manchukuo ; her share 
in investments and shipping in China is second only to Britain’s; 
whilst in Chinese trade she is only exceeded by the United States. 
Britain, on the other hand, controls half the foreign investments 
and nearly half the shipping in China, while British investments 
in Japan and the British share of the Chinese market are also 
important. American investments in China are only one-sixth 
those of Great Britain. In Japan the two countries’ investments 
are more nearly balanced. But the chief American interest in the 
Far East is in trade—notably the sale of cotton, oil, and scrap iron, 
and the purchase of silk from Japan. Economically, the United 
States is primarily interested in Japan, whereas the great British 
stake is in China. 

No other country has comparable interests in the Far East. 
But France has considerable investments in China, particularly in 
the French Concession at Shanghai ; and Germany has doubled her 
share of the Chinese market since 1933. The Netherlands are 
chiefly interested in the sale of oil from the Netherlands East Indies. 

The best available estimate of foreign investments in China 
excluding Manchuria) places them at just under £500 millions in 
1931. British investments account for nearly half (49 per cent.) of 
this total. Japan accounts for a further quarter (24 per cent.), 
followed by the United States and France (both 8 per cent.), while 
Belgian, German, Italian, and Dutch interests are considerably 
smaller. 

Foreign Investments in China, 1931* 
(in £ millions) 
Business Government Per 
Investments Obligations Total Cent. 
Great Britain .. a 46 244 49 
‘ 74° 46 120 24 
VS.A. ; 32 9 41 
France .. % si 19 20 39 
Jelgium s a 8 18 
Germany ee _ 15 
Italy .. sa ‘a I 
Netherlands .. vs 2 4 
Scandinavia... bi 0.4 0.2 


349.4 147.2 





(1) F igures extracted from Remer, Foreign Investments in China, and converted 
at {1= $4.86. 

(2) Including £18 millions invested in Hong-kong. 

(3) Excluding Japanese investments in Manchuria, which amounted to £115 
illions in 1931 and have since nearly doubled. 
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Rather less than one-third of these investments consist oj 
Chinese Government obligations. These fall into three very distinc 
categories : (1) Loans secured on the Maritime Customs ; (2) Loans 
secured on the Salt Gabelle; (3) Railway Loans carrying th 
Government guarantee. 


(1) The service of the loans secured on the Customs has never 
been interrupted. The collection of Customs revenue and the 
prevention of smuggling are performed by the Chinese Maritime 
Customs. The Inspector-General and other senior officials of the 
Maritime Customs have since 1854 been foreign (chiefly British) 
officials, who are, however, responsible to the Chinese Government. 
The service of the foreign loans secured on the Customs took 
£4,636,000, or 30 per cent. of the total net Customs revenue in 1936. 
The first and third charges on this sum were the 44 per cent. Anglo- 
German Loan of 1898 (with just under {5,000,000 outstanding) and 
the 5 per cent. Reorganisation Loan of 1913 (with rather over 
£20,000,000 outstanding). The second charge ({£2,288,000) is the 
service of the Boxer Indemnity obligation. 

The bulk of the Boxer Indemnity payments, however, do not 
have to leave China, on condition that the funds released are devoted 
to cultural and constructive purpose. In fact the only important 
portion which actually has to leave China is the French share 
(£806,000) which is used as security for the 5 per cent. Gold Dollar 
Bonds of 1925, of which U.S. $27,000,000 are outstanding. The 
total sum required for payment outside China of the service of the 
Customs Loans is thus not £4,636,000, but slightly over £3,000,000. 

Since July 1932 the Customs revenue from the Manchurian 
ports (including Dairen), which amounted to 11 per cent. of the 
total in 1931, has not been made available for the service of the 
secured loans. Moreover, in the past few years smuggling of 
Japanese goods into North China has assumed very serious 
dimensions. It is estimated that the duty evaded on goods smuggled 
through East Hopei alone in 1936 amounted to 50,000,000 Chinese 
dollars, as against the total Customs revenue of 325,000,000. [vet 
more serious, particularly in view of the withholding of the Man- 
churian Customs revenue since 1931, is the situation created by the 
Japanese conquest of Shanghai, Tientsin, and other Northern ports. 
For Shanghai alone accounted for 46 per cent. of the total Customs 
revenue in 1936, whilst Tientsin provided a further 11 per cent. 

Strong representations have been made by the British and 
American Ambassadors in Tokyo, and negotiations regarding the 
future of the Maritime Customs are still proceeding. On December 
16th it was announced that the Provisional Government in Peking 
had taken over the Customs at Tientsin and Chinwangtao, but woul 
deal with the secured loans “‘ in a fair and just manner.”’ Previously 
Mr. Eden had stated in the House of Commons on November 24t! 
that remittances from Tientsin and Chinwangtao were being made, 
“though not regularly nor of adequate amount.” In Shanghal 
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Japanese officials have been appointed to important positions in the 
Customs service. Moreover, numerous Customs launches have been 
seized by the Japanese military authorities. 

(2) The record is not so good in respect of the Salt Loans— 
notably the Anglo-French Loan of 1908 (£500,000 outstanding), 
the Crisp Loan of 1912 (£3,500,000 outstanding), and a part of the 
Hukuang Railway Loan of 1911 ({£5,600,000 outstanding). Tem- 
porary default on interest as well as amortisation occurred in 
1927-30. The net receipts of the Salt Gabelle have, however, risen 
steadily from 54,000,000 Chinese dollars in 1928 to 205,000,000 in 
1930; and the annual sum required for the service of the Salt 
Loans (£900,000) is under 8 per cent. of the total revenue in 1936. 

(3) Of the total Chinese Government foreign obligations Remer 
estimated that 35 per cent. (approximately {50 millions) consisted 
of Railway Loans. This total is thought to have increased by at 
least 250 million Chinese dollars (approximately {15 millions) in 
the past few years.’ The 6,700 miles of railways in China (including 
Manchuria) contrasts strikingly with the 254,000 miles in the 
comparable area of the United States ; and an intensive programme 
of development has recently been undertaken, designed particularly 
to link up the south-western and western provinces with Nanking. 
Great Britain, Germany, Franee, and Belgium have participated 
actively in this programme, with Czechoslovakia and the United 
States playing minor parts, and Japan out of the picture. This 
resumption of interest in Chinese railway construction has been 
accompanied by a resumption of payment on some of the old 
railway loans, many of which have been in partial or total default 
for a number of years, on the basis of a scaling down of interest 
(although not of principal) and an extension of the terms of re- 
payment. 

Over two-thirds of the foreign capital in China consists of 
business investments—chiefly foreign trading, manufacturing, real 
estate, banking and finance, shipping, mining, and public utilities. 
The wide range of British interests in China is indicated by a mere 
list of some of the leading concerns involved: the great merchant 
houses of Jardine Matheson (whose many interests include the Ewo 
Cotton Mills and the Indo-China Steam Navigation Company) and 
Butterfield and Swire (controlling, amongst other companies, the 
China Navigation Company) ; the Hong-kong and Shanghai Banking 
Corporation; the Asiatic Petroleum Company (a subsidiary of Royal 
Dutch Shell) ; the Chinese Engineering and Mining Company (the 
British participant in the Kailan Mining Administration) ; the 
Pekin Syndicate (which owns mines in Honan); the Shanghai 
Waterworks Company ; the British American Tobacco Company ; 
Imperial Chemical Industries; the Shanghai Land Development 
Company, and various insurance companies. 





(1) “‘ Railway Strategy in China: New Style,” Far Eastern Survey, July 21, 
1937, p. 169. 
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Japanese capital is chiefly invested in shipping, cotton factories 
in Shanghai, and iron mines in the Yangtse Valley. Important 
American investments include the Shanghai Power Company, the 
Shanghai Telephone Company, the National City Bank, and carpet 
factories in Tientsin and Peking. One-third of the French total 
investments is accounted for by the Yunnan Railway, which js 
subsidised by the Government of Indo-China; other business 
investments are chiefly concentrated in the French Concession at 
Shanghai. The leading German concern in China is the Deutsch- 
Asiatische Bank. 

No less than two-thirds of the total foreign business investments 
in China are invested in Shanghai, the chief countries interested being 
Great Britain (£152 millions), Japan (£44 millions), the United States 
(£20 millions) and France (£8 millions). Germany and Belgium 
also have substantial, although smaller, investments there. 

The United States remains the chief source of imports into 
China (20 per cent.) thanks primarily to her sharing the supply of 
mineral oils with the Netherlands Indies (8 per cent.). Since 1933 
Germany and Japan have advanced strikingly, Germany doubling 
her share from 8 per cent. to 16 per cent., whilst Japan’s has risen 
from 10 per cent. to 16 per cent." The United Kingdom has, 
nevertheless, maintained her position (12 per cent.).? In fact, the 
recent development of China’s railways and industries has benefited 
all the great industrial exporting countries. 

It is not possible to discover the final destination of all China's 
exports, since 15 per cent. of the total goes to Hong-kong; and 
the bulk of this is re-exported, particularly to the United States. 
Quite apart from this, however, the United States takes 26 per cent. 
of China’s exports. Japan is also an important market (15 per cent.), 
notably for raw cotton, coal, and iron ore; China’s chief other 
market is the United Kingdom (9 per cent.). 

There is also a considerable foreign interest in Chinese shipping ; 
84 per cent. of the China trade is handled by British (40 per cent.), 
Chinese (27 per cent.), and Japanese ships (17 per cent.). No other 
country’s share exceeds 3 per cent. of the total. Roughly two-thirds 
of the trade is domestic trade, the remaining one-third being foreign. 
Great Britain actually has a larger share of the domestic than of 
the foreign trade, but other countries (notably the United States) 
are chiefly interested in the foreign trade. 


Of the foreign investments in Manchukuo, probably well over 
go per cent. are Japanese. According to the estimates of the 
South Manchurian Railway Japanese investments in 1931 amounted 
to 1,716 million yen, and have since expanded by 1,166 million yen, 
giving a total equivalent to nearly £170 million. More than half 

(1) It should be remembered that an anti-Japanese boycott was in force in 
China in 1933. 

(2) Since 1911, however, Great Britain has dropped from first (16 per cent.) 

to fourth place as a supplier of imports, excluding Hong-kong. 
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of this total is under the control of the South Manchurian Railway 
Company, which, in addition to a large railway system, controls 
harbours, coal mines, steel works, public works of various kinds, 
and a wide range of industrial and commercial companies whose 
shares, in whole or in part, it holds. The South Manchurian Railway 
Company is, of course, entirely under Japanese management, but 
it is interesting that it still has £4,000,000 of sterling bonds out 
standing. 

Russian investments since the sale of the Chinese Eastern 
Railway to the Manchukuo Government in 1935 have been very 
small. There are, however, some White Russian shops and factories. 
The foreign investments of other countries are comparatively 
negligible. Moreover, the American and British oil distributing 
companies* have been driven out of Manchukuo by the Oil Monopoly 
Law of 1934. For this Law gives the Manchukuo Government a 
monopoly of retail distribution of oil products and empowers it to 
establish quota control of production, refining, and import, in spite 
of British and American protests against this infraction of the Open 
Door.* Other foreign firms, including several German trading 
companies, have also withdrawn from Manchukuo. 


The Manchukuoan import boom being primarily due to Japanese 
investment, it is not surprising that Japan’s share of total imports 
has risen from 37 per cent. in 1930 to 73 per cent. in 1936. She 
aot only monopolises the market for cotton and silk piece goods, 
but also provides practically all the metal goods, vehicles, vessels, 
machinery, and tools. 

Japan’s share of Manchukuo’s exports (40 per cent.) is not so 
great as her share of imports, but she is the chief purchaser of 
Manchukuo’s soya beans and takes practically all her coal and iron. 
China still takes as much as 21 per cent. of Manchukuo’s exports. 
German purchases of Manchukuoan soya beans rose rapidly until 
1935; they then fell off, but in April 1936 a tripartite agreement 
was reached whereby Germany undertook to expand her purchases 
of them in any case, and to do so still further should her favourable 
balance of trade with Japan exceed a specified figure. Finally, 
exports from Manchukuo to the U.S.S.R. have declined strikingly 
from 13.1 per cent. of the total in 1930 to 0.3 per cent. in 1936. 


No complete statistics are available regarding foreign invest- 
ments in Japan. The figures regarding loans issued in terms of 
foreign currencies afford little indication, since a large proportion 
of these securities (according to one estimate more than 8o per cent. 
of the total) are held by Japanese citizens. 





(1) The Standard Vacuum Oil Corporation (American) ; the Texas Oil Company 
(American) ; and the Asiatic Petroleum Company (British), a subsidiary of Royal 
Dutch Shell. 

(2) For further details see ‘‘ The Manchukuo Oil Monopoly,’’ Bulletin of Inter- 
national News, May 2, 1935. 
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There is, however, no doubt about three main features. The 
first is that the chief creditor countries are: the United States 
(about £85 millions) and Great Britain (about £53 millions). The 
second that is the great bulk of the investments consist of 
Japanese Government or municipal securities, the remainder con- 
Sisting chiefly of investments in public utilities and industrial 
enterprise. The third point is that Japan has never defaulted on 
the interest or principal of any of her foreign debts. 

The official figures for Japan’s foreign trade are incomplete, 
since they exclude her trade with her colonies, with whom she has 
a Customs union. This omission is of considerable importance, 
since Korea and Formosa can together make up Japan’s slight 
deficiency in rice, whilst Formosa can supply her requirements of 
sugar. In fact, the trade figures, adjusted to include the 
Japanese colonies, show that these account for 24 per cent. of 
Japan’s imports and 25 per cent. of her exports. Manchukuo and 
Kwantung’ supply a further 7 per cent. of imports (soya beans, 
bean cake, and coal) and take 13 per cent. of exports (notably cotton 
piece goods, and metal goods). The territories in the Japanese 
sphere of influence and the yen bloc thus provide 31 per cent. of 
Japan’s imports and take 37 per cent. of her exports. By contrast, 
the proportion of Japan’s exports taken by China (chiefly cotton 
piece goods) fell from 11 per cent. in 1929 to 4 per cent. in 1936. 

Outside the Japanese sphere of influence the great bulk of 
Japan’s trade is conducted with the British Empire and the United 
States. The British Empire supplies over 20 per cent. of all imports 
—of which India (raw cotton) represents 9 per cent. and Australia 
(wool) 5 per cent.—and takes over 20 per cent. of total exports— 
of which India 8 per cent.—chiefly cotton and silk piece goods. 
The United States still supplies 25 per cent. of imports (raw cotton, 
oil, scrap-iron), but her share of Japan’s exports (half of them raw 
silk) has fallen from 35 per cent. in 1929 to 16 per cent. in 1936. 


B. S.-H. 





(1) The Kwantung Leased Territory includes Dairen, the chief port for Man- 
churian produce. 
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M. DELBOS IN EASTERN EUROPE 


IMMEDIATELY after his visit to London with M. Chautemps, 
M. Delbos set out on a round of visits to the capitals of France’s allies 
in Eastern Europe. On December 3 he had a brief conversation in 
the train with Baron von Neurath, when passing through Berlin 
en route for Warsaw, where he arrived on the same day. Speaking at 
a banquet given in his honour on the following day, Colonel Beck, the 
Polish Foreign Minister, emphasized the bilateral nature of the Franco- 
Polish Pact, describing it as a friendship in which both parties, ‘‘ while 
retaining their own aims and defending their own interests, look with 
well-wishing eyes on all questions connected with the friend’s fate.”’ 
M. Delbos, in a statement to the press, advised them to read the London 
communiqué carefully, in that it indicated the important problems and 
their mutual connexion, and outlined the desired general settlement. 

On December 5 an inspired statement referred to an agreement 
between the two Foreign Ministers that Poland should be kept fully 
informed in the event of any new “ Locarno ”’ discussions, and declared 
that France fully understood Polish efforts towards the normalisation 
of relations with Germany. On his departure M. Delbos, who was 
accompanied by Colonel Beck as far as Cracow, told the press on 
December 6 that he left Warsaw with the deep conviction that the 
Franco-Polish alliance was indissoluble and a growing element of 
stability and strength in the work of European pacification. 

A communiqué issued after M. Delbos’ departure stated that in his 
conversations with “‘ the governing authorities "’ all problems concerning 
Franco-Polish relations and ‘‘ the wider problem of European peace 
were reviewed.” 

It was “‘ once again ascertained that the alliance concluded in 1921 
constitutes a real and stable factor in the policies of both countries— 
and a factor to which Poland and France remain equally faithful in 
the interests of the peaceful development of relations between nations.”’ 

Reports were current that Colonel Beck had told M. Delbos that 
Poland entertained no territorial ambitions as to Colonies, and was 
not asking for sovereignty over external possessions, but had suggested 
that chartered companies for the exploitation of certain territories might 
be formed and that Poland should take part in such an enterprise. 

M. Delbos was reported to have replied that he found these requests 
reasonable. 

On December 8 M. Delbos arrived in Bucarest. Speaking at a 
dinner in his honour on the following day, M. Antonescu said, ‘‘ We 
are partisans of collective security, but we consider that this doctrine 
has one meaning: the security of Western Europe cannot be dis- 
associated from the security of Central and Eastern Europe.” 

M. Delbos left Bucarest on December 10. A communiqué stated 
that he and M. Antonescu had examined the international situation as 
a whole, and that in Central Europe in particular. They had discovered 
a perfect identity of views, and had expressed their intention of develop- 
ing French-Rumanian co-operation, particularly in economic and 
cultural fields. 

M. Delbos arrived in Belgrade on December 12 and was cheered by 
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crowds which demonstrated against Fascism and the Yugoslav Goverp. 
ment. At one place the police were compelled to fire and four peop 
were injured. 

Speaking at a banquet the Prime Minister, Dr. Stoyadinovic, sai 
the fundamental line of their foreign policy was the desire for friendly 
and constructive co-operation with France. Yugoslavia was consciow 
that her first international duty was to maintain and cultivate existing 
friendships, on the one hand, and, on the other, to remove all causy 
of conflict within the framework of her immediate interests and of he 
own frontiers. 

Two days later M. Delbos left for Prague, and a communiqué stated 
that all questions touching the future interests of the two countrig 
and the general political situation had been examined in perfect har- 
mony and in the spirit of traditional friendship. ‘‘ The two Minister 
have agreed,”’ it went on, “that it is useful and necessary for the 
interests of both countries, members of the League of Nations, as well 
as for the cause of general peace in Europe, to continue their collabora- 
tion in the same spirit of friendship and confidence.”’ 

It was emphasized in Belgrade that the new friendship with Italy 
and Bulgaria had not interfered, and would not interfere, with the 
old friendships ; but Yugoslavia did not desire to extend her existing 
commitments. 

Three agreements were signed supplementing the trade treaty with 
France. Yugoslavia was to pay in cash her clearing debt to France, 
and her exports there were to exceed by 20 per cent. in value her 
imports. France granted a new import quota to Yugoslavia. 

M. Delbos arrived in Prague from Belgrade on December 15. 01 
the following day the Prime Minister, Dr. Hodza, in an address to 
M. Delbos at a meeting commemorating France’s recognition of the 
Czech Legionary forces as a regular army on December 16, 1917, 
assured him that France might count in the future on the country’s 
moral, economic, political, and military solidity, and on her being 4 
trustworthy collaborator in the work for peace. 

The Lidové Noviny, in its issue of December 17, in an article believed 
to be authoritative, said the Government were ready to go a long way 
towards entering into friendly relations with Germany, but in no 
circumstances would they adopt a policy which might give the impres 
sion that they were wavering. Efforts were being made to secure 4 
truce in the press campaign, but reciprocity was necessary to such 
action. 

The recognition of a German Nazi organization in Czechoslovakia 
under the supervision of the German Legation had been discussed with 
M. Delbos, but nothing had yet been decided. 

At a reception given by the Premier two members of the Sudetet 
Deutsch Party were introduced to M. Delbos and told him that they 
had no wish to do anything calculated to impair the unity of the State. 
They hoped M. Delbos would succeed in his endeavour to bring about 
a rapprochement between Berlin and Paris, as an improvement i0 
Franco-German relations was bound to have a beneficial effect on theif 
own relations with the Czechs. 

On leaving Prague on December 18 M. Delbos told the press there 
was no foundation for rumours that he had handed to or received from 
the Prague Government a memorandum of any kind. He mentioned 
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the necessity of increasing trade between the two countries, and said 
measures for this were on foot. 

Dr. Krofta, the Foreign Minister, denied reports that Czechoslovakia 
intended to abandon the principles of collective security. There had 
been in the past bilateral agreements alongside collective ones, and no 
objection to them could be raised if they were in accordance with the 
tenets of the League. 





THE YANGTZE OUTRAGES 


ON DECEMBER 12 the U.S. gunboat Panay was sunk by aircraft 
bombs in the Yangtze above Nanking, outside the war zone, and the 
ritish gunboat Ladybird was fired on by Japanese machine guns from 
the shore. When she moved upstream she was fired on and hit by field 
guns, and one of her crew was killed. The Flag-Captain to the Rear- 
Admiral, Yangtze, was wounded. 

Survivors of the Panay stated that after the vessel was abandoned 
she was machine-gunned by two Japanese motor-boats, whose crews 
boarded her, but left just before she sank. 

The gunboat Bee was also fired on but not hit, as were also a tug 
owned by the British Lumber Co. and a steamer belonging to Butterfield 
and Swire. 

The merchantmen had anchored just below Wuhu, and were fired 
on by machine-guns. Ladybird got under way to protect them and 
draw off the Japanese fire, whereupon field guns on the right bank 
shelled her, hitting her 6 times, until she had steamed in so close that 
the guns could not bear on her. She did not return the fire, out of 
consideration for the safety of the merchantmen. 

The British Consul-General and the British Military Attaché, who 
were on board the Ladybird, went ashore and protested to the senior 
Japanese officer in the Wuhu area, who said he had orders to fire at 
every ship in the river, but admitted that the attack on the British 
gunboats was ‘‘a mistake.’’ He also said his troops were not capable 
of recognizing foreign flags flying afloat.“ Réar-Admiral Holt, in 
H.M.S. Bee, also landed and protested. 

On the next day, December 13, President Roosevelt conveyed to 
the Japanese Ambassador a message that he was “‘ deeply shocked and 
concerned by the news of the indiscriminate bombing of American and 
other non-Chinese vessels on the Yangtze, and he requests that the 
Emperor of Japan be so advised.” 

Mr. Saito conveyed to the State Department “ full regrets and 
apologies,” and furnished a report to Mr. Hull admitting that the 
American authorities had informed the Japanese authorities of the 
position of the American vessels. Mr. Saito therefore declared that 
the ‘ bombing was a very grave blunder.” 

The State Department informed Mr. Saito that “ all the facts are 
being assembled and will shortly be presented to the Japanese Govern- 
ment. That in the meantime it is hoped that the Japanese Government 
will be considering definitely for presentation to this Government (1), 
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full expressions of regret and proffer of full compensation ; (2), methods 
guaranteeing against a repetition of any similar attack in future.” 

Meanwhile, in Tokyo, the U.S. Ambassador, on receipt of reports 
from Nanking that the evacuation of Americans from there was being 
much hampered by Japanese air attacks, asked the Foreign Office that 
orders be issued for their discontinuance, and was given the required 
assurances. 

On receipt of the news about the Panay, Mr. Hirota visited Mr, 
Grew to express his regret, and said, ‘‘ I cannot possibly express how 
badly we feel about this.” The Consul-General at Shanghai and the 
Chief of Staff of the Fleet were ordered to tender regrets to the competent 
U.S. authorities. 

The Navy issued a statement expressing regret, and stating that 
Admiral Hasegawa accepted entire responsibility and was taking 
appropriate measures to deal with the affair. 

A Foreign Office statement issued in Tokyo the following day, 
December 14, explained the attack on the Panay by saying that on 
the day before Japanese aircraft had discovered more than 10 steamers 
supposed to be Chinese military transports at a point 20 miles up river 
from Nanking and bombed them. Later it was found that three 
steamers belonging to the Standard Oil Co. and one U.S. gunboat had 
been sunk. 

The U.S. Ambassador in Tokyo presented a Note to the Japanese 
Government giving the ‘‘essential facts’’ of the attacks on U.S. vessels 
and pointing out that they were in the river by uncontested and uncon- 
testable right. The attacks were carried out ‘‘in complete disregard’’ of 
these rights, and ‘“‘in these circumstances the Government of the U.S. 
request and expect of the Japanese Government a formally recorded ex- 
pression of regret and an undertaking to make complete and comprehen- 
sive indemnifications and an assurance that definite and specific steps 
have been taken that will ensure that hereafter American nationals wil! 
not be subjected to attack by Japanese armed forces or unlawful inter- 
ference by any Japanese authorities or forces whatsoever.’’ 

The German Government called the attention of the Japanese Em- 
bassy to the fact that the office of the Embassy in China was on board the 
British ship Wangpu when she was shelled off Nanking on December 11 
and bombed up-river while escorted by a British gunboat. It was ex- 
plained in Berlin that the representations did not go so far as a protest. 

The Japanese Foreign Minister, in a Note to the British Government, 
said they regretted profoundly the incidents in which the Ladybird, Bee, 
Scarab and Cricket were subjected ‘‘by mistake’’ to gun-fire and bomb- 
ing, and expressed sincere apologies. The Government had taken the 
necessary steps to prevent a recurrence of such incidents and would, on 
completion of the investigations, deal appropriately with those respon- 
sible, and were prepared to make the necessary indemnification for 
losses sustained. 

“It is the fervent hope of the Japanese Government,’’ it stated, 
“‘that the traditional friendship between Japan and Great Britain will not 
be affected by those unfortunate incidents.’’ 

On the next day, December 15, the Japanese Government received 
a Note from the British Government re the attacks on British ships on 
December 12, which “‘ clearly raise grave issues.’’ The incidents were 
described, showing that shore batteries had taken part in the attacks, and 


588 








that | 
to pr 
said, 
woul 
rema 
and 

part 

salet 


but « 
and 
in th 


woul 
sible 
Gove 
prev 
the | 
were 


so fz 
be ir 


will 


Amb 
the | 
the | 
the - 
be a 


the | 


they 
inde! 
T 
the < 
mote 
craft 


Shar 
craft 
a ne 
affai 
incic 
( 
outr. 
of w 


entr 


T3 


that Colonel Hashimoto had told the commander of the Bee, who landed 
to protest, that he had orders to fire on every ship in the river, and had 
said, at a later interview, that if any ships moved on the river they 
would be fired on. Despite protests Bee and Ladybird, after berthing, 
remained covered by guns at point-blank range. The gunboats Cricket 
and Scarab and some merchant ships which were concentrated in a 
part of the river previously designated by the Japanese C.-in-C. as a 
safety zone were bombed three times. 

The Government were glad to receive the Japanese Note of apology, 
but observed that it made no mention of the attacks on merchant vessels 
and requested that an assurance might be given that all that was said 
in the Note applied equally to those attacks. 

They took particular note of the statement that those responsible 
would be suitably dealt with, and ‘‘adequate punishment of those respon- 
sible for the particular attacks under discussion seems indeed to H.M. 
Government to be the only method by which further outrages can be 
prevented.’’ Previous ones were cited, and the repeated assurances of 
the Japanese Government of their intention to respect foreign interests 
were recalled, and the Note ended: 

‘‘It is clear that the steps hitherto taken to prevent such attacks have 
so far failed in that purpose, and H.M. Government must now ask to 
be informed that measures have actually been taken of a character which 
will put a definite stop to the incidents of which they complain.”’ 

The Japanese Foreign Minister, in a Note handed to the Italian 
Ambassador, said that ‘‘in view of the very friendly attitude shown by 
the Italian Government and people towards Japan since the outset of 
the present Sino-Japanese affair, it is especially a matter for regret for 
the Japanese Government that Signor Sandri . . . who happened to 

» aboard the American gunboat Panay ... was killed as a result of 
the bombing.’’ 

He tendered ‘‘most sincere condolences’’ of the Government and said 
they were prepared to bear the full responsibility and make the necessary 
indemnification. 

The Japanese naval and military authorities denied emphatically 
the allegation that the Panay was machine gunned by Japanese in two 
motor-boats, who then boarded her, and declared that no Japanese 
craft were near when she was bombed. 

On December 17, however, the Japanese naval spokesman in 
Shanghai said that in view of the eye-witnesses’ statement that Japanese 
craft did fire on the Panay, Army and Navy officials “‘ are undertaking 
a new investigation, and are trying to reach the bottom of the entire 
affair in good faith, so as to bring about a sincere settlement of the 
incident.”’ 

On December 18 it was learnt that a court of enquiry into the Panay 
outrage was being held on board the U.S. flagship Augusta, the findings 
of which are not yet available. 


NoTtE.—See also Mr. Eden’s speech on December 13 (page 24) and 
entry under Foreign Interests (page 18). 





14 
CHRONOLOGY 


Australia 

December 7ih.—The Minister of Trade announced in Parliament 
that the Government had decided to substitute for the licensing system, 
under the trade diversion policy of 1936, a series of adequate protective 
duties, subject to the retention of import quotas for motor chassis. 


Austria 

December 10th.—The Government decided to wind up the Disabled 
ex-Service Men’s Fund (endowed from confiscated Imperial property) 
and to restore a large part of the property to the Hapsburgs. ; 

The Weltbiatt, referring to Italy’s decision to leave the League, 
pointed out that Mr. Chamberlain’s ‘‘peace offensive’’ evaded Geneva 
and differed even in its methods from the Geneva school. Direct contact 
had taken the place of League Council meetings. 

Every weakening of the League demanded the construction of a 
new kind of security, and Italy could be won for a new agreement mor 
easily if there was no longer the ‘‘stumbling block of Geneva.’’ 


December 9th.—The Senate passed a vote of confidence in th 
Cabinet by 122 votes to 19. The three Communists abstained. 
December 13th.—Issue of loan in London. (See Great Britain. 


External Affairs.) 


Canada 

December 13th.—The Minister of Defence, addressing the Military 
Institute at Toronto, said that Great Britain, who had shouldered very 
great responsibilities during the existing period of unrest, must be sup 
ported in her struggle to maintain peace; and Canada must do her part 
because it would need the combined efforts of all peace-loving Powers 
to avert a major war. 

He added that the fortification schemes for the Pacific and Atlantic 
coasts had been completely revised, and they were concentrating ex- 
penditure on the Pacific ‘‘for strategical reasons which you will all 
appreciate.” An adequate Air Force was the most important factor in 
the defence of the coasts. 


China 
INTERNAL AFFAIRS. 

December 16th.—Chiang Kai-shek, in a manifesto to the nation, said 
‘‘No matter how the present situation may change we must not surrender, 
but march onward . . . to capitulate is to court disaster . . . we must 
not entertain any inclination to depend on others . . . we are convinced 
that the present situation is favourable to China. Prolonged resistance is 
not to be found in Nanking . . . but in the villages throughout China 
and in the fixed determination of the people. The time must come when 
Japan’s military strength will be completely exhausted, thus giving us 
ultimate victory.” 

Although international sanctions had ‘‘not become fully operative’ 
the matter of right and wrong in respect to international justice had been 
“‘unquestionably established before the bar of world opinion.”’ 
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December 17th.—It was learnt that General Yang-hu, garrison com- 
mander in Shanghai, had been shot by Chiang Kai-shek’s orders for cor- 
ruption and failure to carry out military orders. 


EXTERNAL AFFAIRS. 
December 9th.—The British Chargé d’ Affaires arrived at Shanghai. 
December 11th.—An autonomous Provincial Government for 

Shansi was inaugurated at Taiyuan and a manifesto issued pledging 

it to co-operation with Japan, (according to Japanese reports). 

A Peace Maintenance Commission was set up in South Hopei and 
North Shantung and a circular telegram issued urging secession from 
Nanking. 

December 13th.—Chiang Kai-shek, in a statement from his field 
H.Q., said the withdrawal from Nanking had no effect on the Govern- 
ment’s policy of resisting Japan, but strengthened the nation’s deter- 
mination to continue fighting. Since the seat of the Government had 
moved elsewhere Nanking had neither political nor military significance. 
[he statement was circulated to the Embassies in London and elsewhere. 

General Ten Pin, of the Outer Monoglia Military Commission, arrived 
at Hankow and was reported to have offered Chiang Kai-shek military 
help. 

December 14th.—A ‘‘Provisional Government of the Chinese 
Republic’’ installed itself in Peking, and issued a programme of (1) 
co-operation with Japan and Manchukuo; (2) opposition to Communism; 
(3) rehabilitation of farming districts; (4) industrial development; and 
(5) the promotion of self-government. 

The East Hopei Autonomous Government and the Peking-Tientsin 
Joint Peace Maintenance Commission joined the new. Administration. 
Peking was declared the capital. 

Three commissions were set up; executive, judicial and legislative, 
headed by Wang Ke-min, Tung Kang and Tang Erh-ho. 

A proclamation announcing the formation of the Government de- 
nounced the Nanking régime for imposing tyrannical measures on the 
people and allowing the territory of China to be decreased. It declared 
that the teachings of the Kuomintang had led to the war with Japan, 
and the members of the new régime had therefore met and decided to 
form a Government with the object of restoring a democratic State and 
cleansing the country of party dictatorship and Communism. 

The Government would assume all foreign obligations. 

December 16th.—The Provisional Government in Peking took over 
the Maritime Customs offices at Tientsin and Chinwangtao, and announced 
that loans secured on the Customs would be dealt with ‘‘in a fair and 
just manner.”’ 

The official Japanese news agency stated that control of the Customs 
put the Administration on a sound financial basis, and predicted a great 
revival of trade, as the ‘‘special trade’ would be liquidated. The prin- 
ciples of the Open Door and equal opportunity would be maintained. 

The Domei Agency in Shanghai, referring to the negotiations for the 
transfer of the Shanghai Customs, said there was the “‘great obstacle’’ 
that British officials showed no signs of withdrawal from the control. 
Now, however, that so many Japanese had been appointed to high posts 
Great Britain would no longer be able to take the ‘‘former high-handed 
measures, thus ending the deep-rooted evils surrounding the Chinese 
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Maritime Customs.”’ 

December 17th.—The Japanese C.-in-C. in North China, in a procla- 
mation, called for support for the new Government, and asked the people 
to follow the Japanese Government’s orders for the maintenance of peace, 





destroy 
pccupie 
Ck 





and “‘to pin their faith to the Japanese Army.’’ It threatened punishment 
to Chinese who disturbed the mind of the populace. 

December 18th.—Many explosions occurred at Tsingtao when fac- 
tories, shops, and mills belonging to the Japanese were blown up. Owing 
to the presence of some 300 Americans and 1,000 other foreigners a U.S. 
cruiser and a destroyer left Shanghai for the port. H.M.S. Suffolk and the 
U.S. Sacramento were already there. 

Chinese reports stated that Chiang Kai-shek had ordered the destruc- 
tion of Japanese property (which had been consigned to the care of the 
Chinese authorities when the Japanese community—numbering 20,000— 
evacuated Tsingtao in October) because the Japanese were preparing to 
cross the Yellow River, take Tsinanfu, and occupy Shantung Province. 


Sino-Japanese War 
PROGRESS OF HOSTILITIES. 
North China. 

December 11th.—A Communist force at Wutaishan, in north-east 
Shansi, was reported to have set up a Government and to be attacking 
the Japanese garrisons along the Peking-Hankow railway. Fighting was 
reported from Hsinlo, near Chengting, and at Shunteh and Hantan the 
Japanese were stated to have been attacked several times by guerilla 
bands. 

December 12th.—Fighting occurred near Liangsiang, 25 miles 
south-west of Peking, and the Communists captured Sangshan, near 
the railway. 


Shanghai and the Yangtze Valley. 

December 7th.—Chinese in Nanking fled in large numbers to the 
safety zone, which the International Committee requested the Japanese 
not to bomb, as there were 15 foreigners there. 

Chiang Kai-shek left by air for Nanchang, and all Chinese aircraft 
also left for a new base in the interior. 

The Anking aerodrome, 150 miles south-west of Nanking, was 
raided. 

The entire civilian population of Chinkiang was reported to have 
fled across the river, and in the Kuyung district all villages on the line 
of retreat were stated to have been burnt by the Chinese troops. Many 
villages were evacuated, and their inhabitants taken into Nanking in 
organized groups. 

December 8th.—The Japanese occupied the forts on the north bank 
of the Yangtze opposite Kiangyin. 

Large numbers of the inhabitants of Nanking were reported to be 
leaving the city via Pukow for the countryside to the north; at the 
same time thousands of refugees were going into the International Com- 
mittee’s safety zone, which was being demilitarized in response to 
Japanese demands. 

A division of Chiang Kai-shek’s own troops arrived to reinforce 
the garrison. 

December 9th.—The Kiangyin boom was broken, and Japanese 
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procla-estroyers steamed up the river towards Nanking. Chinkiang was 
+ Peoplefoccupied. 

f peace, Chiang Kai-shek was reported to be assembling what remained of 
shmentfhe Central Army at Nanchang and Kiukiang. 





Japanese aircraft dropped over Nanking a summons to General 


en fac-ffang Sheng-chi to surrender by noon on December 10th, or the horrors 
Owing{of war would be let loose on the city. ‘“Though harsh and relentless to 
a U.S. fkhose who resist,’’ it stated, ‘‘the troops of Japan are kind and generous 
ind thefto the non-combatants and Chinese troops who have no enmity for 


Japan. The Japanese Army earnestly desires to protect Onental 


estruc- culture.’ 


of the Nanchang was raided; also the junction of the Tsinpu and Lunghai 
,000— fRailways. 
Ing to The Chinese stated that 11 divisions had been mobilized to defend 


vince, fNanking. 
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December 10th.—The Japanese began a general attack on Nanking 
and captured the Kuanghua Gate. They also reached a point half way 
between the capital and Wuhu. 

Three Japanese gunboats and some mine sweepers passed through 
the Kiangyin boom. 

December 12th.—-The Japanese captured the Chinghua Gate. They 
also crossed the Yangtze near Taiping and advanced on Pukow 
December 13th.—The Japanese entered the Chungshan Gate and 
completed the occupation of Nanking. Artillery fire destroyed the 
Central Military Academy and Chiang Kai-shek’s residence. 

Japanese warships arrived off Hsiakwan and shelled the Chinese 
in the streets. 

Pukow was also occupied. 

December 14th.—Nanchang was raided by Japanese naval aircraft, 
vhich claimed to have shot down seven Chinese ‘planes and destroyed 
28 on the ground. 

The Japanese occupied Yangchow, just north of Chinkiang. 
Chiang Kai-shek was reported to be organising defences at Anking 
and Pengpu. 

December 18th.—Some 30 Soviet airmen were reported to be in 
Hankow, where many precautions were being taken against air raids. 
General von Falkenhausen and the members of the German Military 
Mission were still in the city, where Chiang Kai-shek and most of the 
heads of the Government were also staying. 





South China. 
December 11th.—The Japanese captured a Chinese Customs 
cruiser near Black Point, two miles outside territorial waters off Hong- 
kong. 
December 17th.—The Japanese were reported to have withdrawn 
from a number of islands in or around the Canton delta, but to be still 
in occupation of Quemoy (near Amoy) St. John, Shangtsun, and Hopao 
near Macao) the Pratas and Taishan (near Hong-kong), Waichow (near 
Pakhoi) and Shangchun (near Toishan). 
Japanese aircraft bombed the German mission at Shiuchow, on the 
railway 100 miles north of Canton. 
Chiang Kai-shek ordered the military authorities of Kwangtung to 
prepare for war. 
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December 18th.—Many Japanese warships were reported to hay 
arrived off Bias Bay. 


FOREIGN INTERESTS. 


December 7th.—Japanese statement re questions arising betwee 
the Army and the International Settlement. (See Japan.) 

December 13th.—The senior British naval officer in that part 
the Yangtze, Rear-Admiral Holt in H.M.S. Bee, interviewed th 
Japanese commander at Wuhu and warned him of the gravity of any 
repetition of such attacks as had been made on Ladybird and requested 
that a Japanese officer and six men should be sent on H.M.S. Bee fy 
the passage down river as a gaurantee that she would be respected 
When they did not arrive at the time fixed the Bee left for Hsiasansha 


(where the Panay was sunk) without them. She took on board some of 


the Panay survivors. 

Three Standard Oil Co. tankers were sunk by the Japanese x 
Hsiasanshan. 

The Japanese Military Attaché at Shanghai said everything possib); 
would be done for the Panay survivors (many of whom were ashore « 
isolated spots on the river bank) and that investigations would be ma¢ 
with a view to the punishment of the airmen. Three machines wer 
concerned, and, flying at 7,500 feet, were not able to see the flags o 
the ships. 

President Roosevelt’s protest to Japan. (See Special Note on 
page 11.) 

December 14th.—Sixty survivors of the Panay were picked up ani 
the only lives known to have been lost were Signor Sandri, the corres 
pondent of La Stampa, and one American. 

U.S. Government’s note of protest re Panay incident. Representa 
tions by German Government. Japanese apology for attack on Britis: 
gunboats. (See Special Note on page 11.) 

December 15th.—British protest to Japan. Japanese apology t 
Italy. (See Special Note on page 11.) 


Czechoslovakia 


December 7th.—The Ministry of the Interior relaxed the rule oblig 
ing German-speaking candidates for service in the gendarmerie an 
police to be conversant with the Czech language, giving them two year 
to learn it after admission to the service. 

The Prime Minister received a deputation from the Polish Minority 


(numbering 81,700) who asked for proportional empioyment in the | 


public services, an adequate share in Government orders, the granting 


of Czech citizenship after 15 years’ residence, and facilities in cultura 


relations and education. 

They said their requirements could be satisfied within the frame 
work of the Constitution and the Polish laws. 

M. Hodza gave an assurance that their demands would receive con- 
sideration in the spirit of the agreement of February 18th, which applie¢ 
to all the minorities. 

December 8th.—M. Hodza, in the Budget Committee of the Senate 
said he agreed with the German Activist Party’s demand for a mort 
rapid realization of the programme in the February agreement, bu! 


594 





pected 
anshan 


ome off 


hese at 


Ossi 
10Te at 
> made 
S welt 
AS On 


‘ote on 


Ip and 
SOrres: 


senta: 
Sritish 


19 


protested against the questioning of figures he quoted in Parliament 
regarding Government expenditure in the German districts and the 
decrease of unemployment. The State guarantees and subsidies to 
German industries exceeded amounts similarly spent in Czech areas. 

The Premier also said that a suggested arrangement with the 
Sudeten Deutsch Party to invest part of the Defence Loan in German 
districts had been met by the remark of their representative that ‘‘he 
would rather be hated with Germany than obtain any advantage from 
the hatred of Germany.”’ 

December 10th.—The arrest was reported of a man alleged to have 
plotted to assassinate M. Delbos in Prague. 

December 12th.—Further expulsions of leading members of the 
opposition in the Sudeten Deutsch Party were reported. 

December 13th.—The Ministry of the Interior prohibited the publi- 
cation in the press of news of a military nature or in any way connected 
with the organization of the national defence. 
~ December 14th.—M. Rudolf Mlicoch was appointed Minister of 
Commerce. 

December 15th-18th.—Visit of M. Delbos, statement by Dr. Hodza, 
article in Lidové Noviny, M. Delbos meets members of Sudeten German 
Party, statements by M. Delbos and Dr. Krofta. (See Special Note on 


page 9.) 


Egypt 

December 7th.—It was understood that the Government regarded 
the question of the appointment of a Metropolitan for the Church in 
Abyssinia as a diplomatic as well as a religious issue, and not solely a 
matter between the Abyssinians and the Coptic Church, as the Italian 
Government contended. 

December 11th.—The Acting Foreign Minister was informed by the 
Italian Chargé d’ Affaires of the separation of the Coptic Church in 
Abyssinia from the Coptic Patriarchate in Egypt. 

December 13th.—The Blueshirt commander issued an order forbid- 
ding the carrying of any arms. (The organisation was accused of being 
the private army of the Wafdists.) 

December 19th.—At a meeting at the Palace of Aly Pasha Maher 
(Chief of the Royal Cabinet) and Ministers representing the Wafd the 
former was understood to have made certain demands on behalf of the 
King, notably for the dissolution of the Blueshirts. 


France 
INTERNAL AFFAIRS. 

December 9th.—The Chamber Finance Committee approved the 
ordinary Estimates for the Navy (2,000 millions) and the Air Force 
(1,500 millions); also the Extraordinary Estimates for the War 
Ministy (5,400 millions) and Air Force (3,250 millions). 

The ordinary Estimates for War and Overseas Defence were 6,500 
millions, so the total for 1938 amounted to 21,000 million francs (say 
£143 million). 

December 10th.—The Chamber passed unanimously the Naval 
Estimates. 
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December 11th.—The Chamber passed the Air Estimates by 523 
votes to one. 

December 16th.—Attacking the Budget in the Chamber M. Reynaud 
said the Government were pursuing a policy of inflating public expen- 
diture simultaneously with general economic deflation, which in the 
long run must produce monetary inflation. 

M. Bonnet declared that 20,000 million francs was the maximum 
the Treasury could borrow, and it would not tolerate expenditure which 
involved larger credit operations. He claimed that the Estimates were 
sincere, and estimated that the Treasury would have to find 18,500 
millions not provided by revenue for the State’s extraordinary expen- 
diture, and 9,000 millions for the public corporations and colonies. 
Allowing for all obligations the Treasury on December 31st would 
have over 9,000 millions in hand, enough for three months. 

Compared with 1931 the total engagements of the Bank of France 
had doubled, so that the accusation of credit deflation could not be 
maintained. 

The Report of the Committee of Enquiry into Production was 
published. It was based on the acceptance of the 40-hour week, but 
suggested modifications of it. 

December 17th.—The Chamber passed the Budget by 547 votes to 
25. Revenue was estimated at 54,600,557,808 f. and ordinary expen- 
diture at 54,599,318,506 f. 


EXTERNAL AFFAIRS. 

December 7th.—It was learnt that M. Krivitski, former Director of 
the Soviet Institute of War Industry, had asked for permission to remain 
in France as an émigré. 

Issue of communiqué in Warsaw re M. Delbos’ visit. (See Poland.) 

December 9th.—M. Delbos in Bucarest. (See Special Note, page 9.) 

December 10th.—Three new cruisers left the Mediterranean for the 
Far-East. 

December 12th.—M. Delbos in Belgrade. (See Yugoslavia.) 

December 14th.—The Echo de Pans interpreted Italy’s withdrawa! 
from the League as part of a diplomatic campaign by Berlin and Rome 
to break up the League basis of France’s alliances in Eastern Europe. 
It would not be easy for Paris, ‘‘Pertinax’’ said, and above all for 
London, to reconstruct on another plane what had been destroyed on 
the plane of Geneva, but if it was necessary the enterprise would be 
successfully carried out. 

The Populaire believed that efforts would be made to detach first 
Austria and Hungary and then Poland and Yugoslavia from the League. 

Issue of communiqué re visit of M. Delbos to Belgrade and signa- 
ture of trade agreements. (See Special Note, Fp 9.) 

December 15th.—M. Delbos in Prague. (See Special Note, page 9.) 
sey with Syrian Government re application of Treaty. (See 
Syria. 

December 16th.—A group of intellectuals, including General Wey- 
gand, Henry Bordeaux, Leon Daudet, and Jacques Bardoux signed 
a manifesto expressing their ‘‘hope for a triumph in Spain of the cause 
which stands for civilisation against barbarism; order and justice against 
violence; tradition against destruction; and the respect of the person 
against arbitrary rule.’’ 
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December 17th.—French mission in Angora. (See Turkey.) 


Germany 
INTERNAL AFFAIRS. 

December 8th.—The Schwarze Korps, the S. S. paper, defined the 
Church policy of the Government as a separation of State and Church 
on the basis of the ideas of Frederick the Great, described as ‘‘aban- 
donment of that common plane, on which hitherto Church and State 
have appeared as equal and mutually independent greatnesses.’’ 

The writer said that ‘‘the State is the living expression of the divine 
order experienced by the community of the nations. The Nazi State 
will create the divine order in all spheres of life. It promotes what is 
natural, and combats what is contrary to nature. This State religion 
must stand above the Confessions. . . .”’ 

He mainained that the attempt of the State to put relations with 
the Church on a ‘‘good neighbourly’’ basis had been shattered by the 
internal disunity and disputes of the pastors, and said an end must be 
made of the Chuches’ right to levy taxes and of the direct subsidies 
paid by the State. As to real property he declared that ‘‘we shall not 
be able to avoid one day the painful task of declaring to whom this 
so-called Church property rightly belongs. These properties came into 
existence through the common efforts of all citizens and at a time when 
Church and State were a unity. ... .”’ 

December 9th.—The Cabinet enacted a law prolonging for a year 
and making more stringent the regulations compelling emigrants to pay 
a quarter of their capital as a tax to the State. 

December 10th.—Seven people were sentenced to penal servitude 
at Hamburg for plotting to change the Constitution by violent means 
(They were reported to have listened habitually to the Moscow wireless.) 


December 11th.—Herr Kerrl issued a decree giving Dr. Werner, 
the President of the Evangelical Church Chancery and formerly a close 
collaborator of Reich Bishop Miiller, legal authority over the whole ad- 
ministration of the Church except the departments already set up by the 
State to control its finances. 

The Councils of Brethren of the Confessional Movement were 
declared to have no legal standing in relation to the State-appointed 
administration. 

Herr Kerr] told the press that the Churches would lose their privi- 
leged position, but that a separation of Church and State was not to be 
effected, as the State could not tolerate any ‘‘State-free compartments’’ 
which would tend towards the disintegration of the nation; ‘‘it can and 
will liberate no member of the community from its sphere.’’ There 
was nothing incompatible between National Socialism and Christianity, 
however. 

The more trustworthy (politically) the Churches showed themselves 
the more generous would the State be in the matter of subsidies, and he 
indicated that the Churches could not expect the State to collect taxes 
for them if the religious freedom demanded by National-Socialism was 
not granted to the citizens. 

The life of the German nation, he concluded, was entrusted to one 
man alone, who was able to bear this high responsibility before God. 

December 17th.—A loan of 1,000 million marks was offered for sub- 
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scription, to fund short-term loans. The issue price was 98} and the 


interest rate 4} per cent. 
Dr. Miiller of Dahlem was released. 


EXTERNAL AFFAIRS. 


December 7th.—The Times, Daily Telegraph, and other London 
papers, also French and others, of December 6th were confiscated by the 
Secret Police on account of their reports regarding the pastoral letter of 
the Roman Catholic Bishop of Berlin. 

December 10th.— Speaking at K6énigsberg Dr. Goebbels said ‘‘| 
have not received the impression that M. Delbos’s trip can be called a 
triumphal progress.’’ He also said that Germany was beginning to 
exercise a magnetic influence on her neighbours, and “‘I cannot say 
when we shall have colonies, but that we shall have them is certain.’’ 

He went on, ‘‘Politics are a game. When playing chess it happens 
sometimes that one sacrifices two pieces to take the queen. . . . or to 
checkmate the king. The game is not yet at an end, but I have the con- 
viction that we shall be the winners. It is certainly true that butter 
is becoming more scarce, but when aeroplanes roar over our heads in 
the night we know that they are not British, Russian, or Czech aeroplanes 
but German.”’ 

December 12th.—The official News Agency stated that Italy's 
decision to leave the League and the reasons for it ‘‘find full under- 
standing and the warmest sympathy in Germany.’’ At no period of its 
existence had the League proved competent to make a useful contr- 
bution to the treatment of actual problems of world politics; on the 
contrary, it had exercised only a harmful, even dangerous, influence on 
the whole political development of the post-War period. The complete 
failure of the League was to-day a fact which required no further proof. 
It was only from Moscow that an unqualified testimonial to the Geneva 
ideals was to be heard; it was a confusion of cause and effect to attribute 
the shattering of the League to the lack of universality. 

The grounds which compelled Japan, Germany, and Italy to with- 
draw showed where the radical mistakes of its construction and of the 
political tendencies governing it were to be found. It was a hopeless 
effort to desire to remedy these radical weaknesses through political 
reforms. The Powers remaining at Geneva no longer had the right to 
put forward the League as the chosen representation of the world of 
States and the highest organ of international co-operation, and ‘A 
return of Germany to the League will accordingly never come into 
consideration again.’’ 

The National Zeitung said the place of collectivism had been taken 
by the strength of the young nations, who would no longer risk having 
their vital necessities ‘‘smothered in a mountain of phrases and paper.” 
The triangle Germany-Italy-Japan had taken up a more universal task 
than the League ever adopted, and ‘‘this task of the new world is to 
end obsolete positions of monopoly and create a world order in which 
the really vigorous nations can live together.”’ 

December 14th.—Representations to Japanese Government re 
attack on British steamer on board which was the office of the Embassy 
to China. (See Special Note on page 11.) } 

December 16th.—The D.A.Z declared that British and U.S. ships in 
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the Yangtze had no more right to expect that they would not be fired on 
than would a neutral vessel had it wandered into the middle of the Battle 
of Jutland. Britain and America were advised to keep their ships out of 
the danger zone instead of exposing them to accidents by standing on 
so-called rights to maintain warships in the Yangtze. 

The Bérsen Zeitung and the Vélkischer Beobachter also considered 
that rcutrals should keep away from the zone of hostilities. 

December 18th.—Signature of economic agreements in Rome. (See 
lialy. External Affairs.) 

December 19th.—The Frankfurter Zeitung, referring to eye-wit- 
witnesses’ accounts of the sinking of the Panay published in the London 
press, said the purpose of the publication was quite plainly to work up 
feelings in the U.S.A., and the Hamburger Fremdenblatt spoke of 4 
‘journalistic manceuvre’’ originating with ‘‘those circles which for a year 
past have attempted to unite Great Britain and the U.S.A. in an Anglo- 
Saxon front of common ideology.”’ 

It concluded that ‘‘here at least is a striking example of an attempt 
by all methods to make a dangerous position worse.’’ 
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Great Britain 





INTERNAL AFFAIRS. 

December 14th.—Replying to a question as to what would be done 
to meet the unemployment threatening the country ‘‘in view of the 
oncoming slump,’’ the Prime Minister said ‘‘I do not accept the impli- 
cation in the question. I consider that the talk of an oncoming slump 










is not only exaggerated but dangerous. This country is in a far better 
e On position to meet any temporary decline in trade than at any time since 
lete the war.”’ 
oof. 









EXTERNAL AFFAIRS. 

December 7th.—Speech by Mr. Attlee to British Battalion in Spain. 
(See Spain. External Affairs.) 

The Ambassador to Spain was instructed to inform the Salamanca 
Administration that the Government, not having granted it belligerent 
rights, did not reconize any right to declare a blockade. Also, to 
remind it that British shipping would continue to be protected as before 
and to point out that the Eighth Hague Convention (of 1907) forbad the 
laying of mines off the coast of the enemy with the sole object of inter- 
cepting commercial shipping. Even if belligerent rights were granted 
such action would still be a breach of international law. 

_ December 9th.—Spanish Government’s protest re warning to British 
afoot in connection with intended blockade. (See Spain. External 
Affairs. 

Addressing the inaugural meeting of the Empire Unity Campaign 
Mr. Chamberlain reviewed the benefits derived by the United Kingdom 
and the Dominions since the Ottawa Conference and the advantages of 
Empire unity as a means of promoting peace. This unity could best be 
furthered by England seizing every opportunity for collaboration with 
the other partners. He would seek to show the Dominions that they in 
England realized their equality. Also that they welcomed the develop- 
ment of the industries of the Dominions, since in broadening their eco- 
nomic basis those countries were adding to their strength, and ‘‘we 
want to see them strong.’’ He added, ‘‘Behind our aim of Empire 
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unity there lies something which makes even stronger and deeper appeal 
to the faith that is in us. It is our belief that in Empire unity lies the 
seat of our influence in the world.”’ 

Mr. Chamberlain also said that since 1932 imports from the 
countries represented at Ottawa had risen from £177 million to £250 
million in 1936, and exports to them from £101 to £147 million. 

December 10th.—A White Paper was issued giving the correspon- 
dence between the Government and the U.S. Government re the War 
Debt. Cmd. 5617. 


December 12th.—Attacks on gunboats in the Yangtze and protests 
to Japanese Government and local military commander. (See Japan, 
and Sino-Japanese War. Foreign Interests,and Special Note on p. {\.) 


December 13th.—Mr. Eden stated in Parliament that a concentra- 
tion of British merchant shipping with H.M. ships Cricket and Scarab 
in company between Nanking and Wuhu was attacked with bombs three 
times the previous day, but they were not hit. The gunboats opened 
fire in return with no reported result. 

At Wuhu the Ladybird was fired on by a field gun battery and hit 
four times, one naval rating being killed and several wounded. The 
same battery had been firing at merchant ships, and at least one was 
hit. The Bee was also fired at, but not hit. A strong protest had been 
made to the Japanese military officer. 

The Japanese civil, military, and naval authorities in Shanghai had 
undertaken to warn the forces in the field, and the Foreign Minister in 
Tokyo had promised to make an immediate enquiry. 

“‘The seriousness of these incidents needs no emphasis,”’ he said, 


‘“‘but, in view of the grave issues involved, I hope that the House will 


, 


not ask me for any fuller statement to-day.’’ He also said they were in 
communication with the U.S. Government on the subject of the attacks. 

In reply to questions re the Shanghai Municipal Council Mr. Eden 
said it was an international organisation and any advice to it as to the 
action it should take regarding demands formulated and action taken 
by the Japanese would be communicated to it collectively by the Consu- 
lar Body. 

On December 3rd a Japanese representative had handed to the 
Commissioner of the Shanghai Police a statement indicating that the 
Japanese military authorities must reserve the right to take independent 
action in the Settlement without previous notice to the Council if the 
situation rendered it necessary. The Council had referred the matter to 
the Consular Body, who were in communication with the Japanese. 

In reply to a question re a statement in the Italian press that Great 
Britain intended to annex the Azores he said ‘‘I am confident that it 
will be everywhere appreciated that no significance need be attached to 
fantastic statements of this kind, which are, of course, entirely devoid 
of foundation.’’ In his view ‘‘fabrications of this kind do most harm to 
the people who use them. . . . I am sure the Portuguese Government 
give no more credit to them than we do ourselves.’’ 

It was announced that a group of London bankers had arranged to 
issue a loan of £5 million to Belgium, repayable in 1960, with interest 
at four per cent. 

Mr. Attlee made a personal statement in Parliament repudiating a 
charge that, while in Spain, he had violated the undertaking given by 
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him not to intervene in the conflict. A motion of censure on the Order 
Paper was then withdrawn. 

December 14th.—Japanese Government's apology for the attacks on 
the gunboats near Nanking. (See Special Note, page 11.) 

December 15th.—Note to the Japanese Government re attacks on 
cunboats and merchant vessels near Nanking. (See Sino Japanese War. 
Foreign Interests. Special Note on page 11.) 

December 17th.—A meeting in London of the constituents of the 
international Shipping Conference passed unanimously a resolution accep- 
ting the principle of continued international co-operation in the industry. 
Delegates from the shipping industry of Great Britain, Denmark, Estonia, 
Finland, France, Germany, Greece, Netherlands, Norway, Spain, 
Sweden, and Yugoslavia attended. Belgium, Canada, Italy, and 
Poland sent expressions indicating general willingness to continue co- 
operation. 


Iraq 
December 15th.—General Nuri es Said left Baghdad for Syria and 


Egypt. 


irish Free State 

December 14th.—Mr. de Valera stated in the Dail that the Minister 
to Italy would have his credentials addressed to the King of Italy and 
Emperor of Ethiopia; also that the representative in Spain was accredited 
to the Head of the Spanish State, while there was also diplomatic con- 


tact with General Franco. He added, ‘‘We believe that under existing 
circumstances it is in the interests of general peace to adhere to the non- 
intervention policy.’’ 


Italy 
INTERNAL AFFAIRS. 

December 15th.—The Council of Ministers approved the provisional 
Estimates for 1938-39, showing receipts at 25,072 million lire and expen- 
diture at 25,035 millions. The figures for 1936-37 were: receipts 24,703 
millions and expenditure 23,413 millions, and the surplus was carried 
over to the special account of extraordinary military and colonial expen- 
diture, and provided ‘‘partial cover’ for it. 

The figures for 1937-38 were: receipts 20,596 millions and expendi- 
ture 23,789 millions. 

Allocation for 1938-39 were: Italian Africa, 1,785 millions; War 
Ministry, 2,591 millions; Marine, 1,943 millions; Air, 1,265 millions. 

A decree was issued prohibiting the export of block and scrap lead 
and zinc. 

EXTERNAL AFFAIRS. 

December 7th.—The Tevere, in an attack on Great Britain, accused 
the Admiralty of recommending the annexation of Palestine, and 
declared that the Jews dominated politics in the British Empire. 

December 8th.—M. Stoyadinovitch left Rome, and an official state- 
ment declared that the examination of questions interesting the two 
countries had ‘‘clearly shown that Italo-Yugoslav relations are develop- 
ing in complete harmony with the Belgrade Agreements of March 25th 
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last. It has been established that the political action of the States has 
been in full accord with the will to friendly and confident collaboration 
affirmed in those Agreements, and that the Belgrade Agreements have 
already given excellent practical results.”’ 

The determination had been confirmed to ‘‘render even more 
cordial and close this collaboration in all spheres. a 

December 10th.—M. Stoyadinovitch left Italy for home. 

December 12th.—Signor Mussolini, in a speech broadcast throughout 
the country, announced the ‘“‘historic decision’’ taken by the 
Grand Council of Fascism to leave the League, and said it could no 
longer be postponed. He went on: 

“‘The good intentions of certain Governments are drowned as soon 
as their delegates enter into touch with that baneful atmosphere of 
the Geneva Sanhedrin manceuvred by occult forces of the enemies of 
Italy and of our revolution. In such conditions our presence on the 
threshold of Geneva was no longer bearable. It wounded our doctrines, 
our ways, and our soldierly temperament. 

“‘During long years we wanted to show the world a spectacle of 
unhurt patience. 

‘““‘We have not forgotten and will never forget the opprobrious 
attempt to strangle the Italian people economically perpetrated at 
Geneva, but some people thought that at a certain moment the League 
would make a dutiful gesture of reparation. It has not been made, and 
Geneva did not want to make it. 

‘“‘The threatening voices which are raised now and again and per- 
haps will be raised yet more from the herds of the great democracies 
leave us absolutely indifferent. They can do nothing against a nation 
like ours which is capable of any sacrifice whatsoever.”’ 

He added that the consequences of their withdrawal could not 
yet be foreseen, but whereas the League worked for war, Italy would 
persevere towards collaboration for peace. This had been proved, he 
said, by the treaty of friendship with Yugoslavia. 

Italy had air, land, and sea forces at its disposal tempered by two 
victorious wars. Above all, she had the heroic spirit of the Fascist revolu- 
tion which no human force could bend. 

It was simply grotesque to believe that pressure had been brought 
to bear to determine their attitude; there had been none, nor could there 
be any. 

December 13th.—The press, arguing that League methods con- 
stituted a danger to peace, said that the system of automatic mechanism 
introduced into the Covenant for preventing war was more likely to 
produce conflicts than stop them. 

The Tribuna said it would be more suitable and more expeditious 
to continue the old system of bilateral and regional agreements and the 
development of principles of international law. ‘‘It is certain that any 
system of collective organisation of international relations which departs 
from them is destined to be wrecked on the inexorable exigencies of 
reality and produce a new and more potent cause of discord and war.’ 

The Government were reported to have ordered 30 military instruc- 
tors and 10 aviation experts and Hankow and Kiukiang to leave China 


at once. 
December 14th.—Signor Mussolini received the Hungarian Minister 


of War. 
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The Tribuna pointed out that several States would now have to 
review their position, as they were faced by the problem how to reconcile 
their permanent position of neutrality with membership of an inter- 
national organisation which, having lost its character of universality and 
acquired instead that of a separate group, had become specifically as- 
sociated with certain Powers in antithesis to others which did not belong. 

December 16th.—The Government gave notice of withdrawal from 
the International Labour Office. 

December 17th.—M. Van Zeeland arrived in Rome and saw Count 
Ciano and the Minister for Foreign Trade. His visit was not mentioned 
in the press. 

December 18th.—Economic agreements with Germany were signed, 
providing for the further application during 1938 of the clearing and 
other arrangements made in December, 1936, to encourage trade. 

Notes were exchanged with the U.S. Ambassador agreeing to the 
continuation of trade on the basis of the most-favoured-nation clause 
until a new trade agreement could be concluded. 


Japan 
, December 7th.—The Foreign Office spokesman said that any ques- 
tions arising between the Japanese Army and the International Settlement 
authorities would be handled by responsible diplomatic officials. 

He did not admit that the ‘‘agreement’’ with the Shanghai Commis- 
sioner of Police was invalid, or’ promise that its powers would never 
be invoked, and said it was for the military commander to judge whether 
the parade of December 3rd was ‘‘adequate.”’ 

December 8th.—The Foreign Office spokesman said that all the 
Consuls in Nanking had been urged to warn their nationals to leave the 
city, as it had been so fortified that it was now a regular fortress within 
which a safety zone would be a contradiction. 

December 10th.—The Cabinet was understood to have decided that 
the war must go on until all resistance had been crushed, and that no 
peace by mediation could be considered. 

The Domei Agency stated that the Army was determined ‘“‘to fight 
it out with confidence and invincible will for the sake of rea] Far- 
Eastern peace.”’ 

The Asahi examined British policy and found three recent blunders; 
first, regarding Abyssinia; second, regarding Spain; and third, regarding 
the Chinese conflict. If the British Government and people, ‘‘intoxicated 
with the League of Nations ideology, had not rejected the Hoare-Laval 
proposals the annihilation of Ethiopia might have been averted. In the 
present conflict the British attitude had had the disastrous result of pro- 
longing to no purpose China’s useless resistance. ‘‘Intelligent people 
know that the rights and interests of the British Empire in the Far-East 
are not maintained by the strength of Great Britain herself, but by the 
force of history, and it is understandable that the British should have 
felt apprehensive when Japanese military operations extended to regions 
where they sway has hitherto been unchallenged.’’ 

The Ministry of Finance issued regulations requiring Government per- 
mission for the sale of foreign securities held abroad, for the sale of foreign 
property worth over 50,000 yen, and for the purchase abroad of real 
estate, ships, and mining and industrial rights. 

Other restrictions were imposed, i.e., on the amount of money 
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travellers might take abroad, on the amount which might be sent abroad, §, uth 
and the amount of importations allowed. 

December 12th.—Attacks on British and U.S. gunboats near Nanking JB .;4k. 
and protests to Japanese commander at Wuhu. (See Special Note appe 
on page 11. ent 

“a haa Ambassador informed Mr. Hirota of the attack on the _ 
Ladybird, and the Minister of War also received a visit from the British 
Military Attaché. General Sugiyama sent a formal expression of regret 
to the British Embassy. Mr. Hirota also called at the Embassy and ten- 
dered an expression of the Government’s deep regret for the occurrence 
of the incident off Wuhu. 

Admiral Suetsugu was appointed Minister for Home Affairs. He 
was an ardent Nationalist. The Prime Minister told the press that the 
Nanking Government had miscalculated Japan’s strength and, by em. &...;; 
barking on anti-Japanese policies, had invited their own downfall, but ' 
he still hoped China would ‘‘reconsider her blunder and extend a hand 
for co-operation with Japan.’’ Leas 

Chiang Kai-shek’s power was exhausted, and by refusing to take 
the responsibility for defeat, he had become only a local war lord. As 
the National Government had become ‘‘a shadow without power, new 
Administrations will arise, and Japan will co-operate with them.’’ dem 

The world was in an era of revolution ‘‘and China could only create J 
a new national system by undertaking it on a basis of friendship with J, 
Japan. The conflict was a tragedy to East Asia and, to avoid a recur- 
rence, Japan would not shrink from thorough-going measures. ‘‘In & ,., 
that sense the fall of Nanking is but the beginning of our task in China,” h 
or, according to another version, ‘‘is only the prelude to the drama of 
the China question, and marks the start of real and protracted hostili- JR (;ei 
ties for which the nation is urged to redouble its efforts in all fields of J paty 
activity.’’ be { 

Representations by German Government re attack on the Wangpu J their 
and apology to British Government for attacks on gunboats. (See Sino- & with 
Japanese War. Foreign Interests. Special Note on page 11.) 

Note from British Government re attacks on gunboats and merchant §& Min‘ 
ships. Expression of regret to Italian Ambassador. (See Sino-Japanese IB Grat 
War. Foreign Interests. Special Note on page 11.) from 

December 13th.—Foreign Minister’s expression of regret to U.S. Am- 
bassador, and issue of statements by Foreign Office and Navy re Panay. It g: 
(See Special Note on page 11.) pare 

December 16th.—The Nichi Nichi described the incidents on the 
Yangtze as ‘‘accidental, unexpected happenings which must occur 
during a war,’’ and considered that, since Japan had owned herself in J The 
the wrong, the U.S.A., with the generosity of a great nation, would 
recognise her sincerity. by § 

British policy, it said, might be understood from Mr. Eden's 
statement that he was discussing the situation with America. Pale 

Rear Admiral Mitsunami, Chief of Aerial Operations in China, was 
recalled to Japan. The vernacular press did not report it. Rar 

The British Ambassador presented the British Note to Mr. Hirota, 
and reminded him that the Japanese Note of December 14th had not §& repo 
alluded to the firing on the two merchantmen at Wuhu on December 
5th. for ¢ 

Mr. Hirota informed the Cabinet that the Foreign Ministry 












604 





29 






ibroad, 


anking 
L Note 


authorities had “‘expressed a deep feeling of regret over the incident 
and are trying to make a satisfactory settlement of the questions at 
stake.’’ He added, ‘‘Both Great Britain and the United States have, 
apparently, come to more kindly understanding of the unhappy inci- 
dents than before, while, on the other hand, public opinion in the 













on the BR respective countries seems to be more favourable to Japan.”’ 

British Mr. Saito’s statement to U.S. press. (See U.S.A. External Affairs.) 
regret December 17th.—Proclamation by C.-in-C. in North China re the 
id ten- BP yw Government. (See China. External Affairs.) 

TTence December 18th.—Broadcast to American people by Mr. Saito. (See 







U.S.A. External Affairs.) 










































- He The Cabinet was reported, by the press, to have reached full 
at the facreement that the war would be continued so long as Chang Kai-shek 
y em- @ ecsisted, and that Japan would refuse to recognise his Administration 
L, but as the Government. 
hand 
League of Nations 
| take December 9th.—The Economic Committee closed its session with a 
As report on the question of access to raw materials with a view to giving 
heW B cfiect to the recommendations of the Raw Materials Committee. It con- 
| demned emphatically the policy pursued by countries seeking to be self- 
Teate @ ufficing, which prevented, inter alia, the carrying out of a liberal policy 
with Hi by exporting countries. 
Bcur- It recommended that (1) Raw materials should not be subject to any 
In export prohibition or restriction except in pursuance of an international 
~~, scheme or agreement; (2) they should not be subject to export duties, 
a. of except those imposed at a uniform rate for revenue purposes; (3) 
stili- foreigners should have the same facilities as nationals for developing 
Is of MF natural resources everywhere; (4) international regulation schemes should 
be framed to admit effective association of consuming interests with 
gp" PM their administration, and be administered so as to provide consumers 
’#0- @® with adequate supplies while keeping prices stable. 

December 12th.—The Secretariat received from the Italian Foreign 
lant J Minister a telegram reading ‘‘In consequence of the decisions of the 
vesé @ Grand Council of Fascism I hereby inform you that Italy withdraws 

from the League of Nations on December 11th, 1937.’’ 
\m- December 13th.—The League Armaments Year Book was published. 
ay. @ lt gave world military expenditure for 1937 as £2,400 million, as com- 
pared with £1,450 million in 1932. 
- December 16th.—Resignation of Italy from the I.L.O. 
i @ The Netherlands 
uld December 9th.—The Second Chamber passed the Defence Budget 
a by 83 votes to 9. 





Palestine 
December 7th.—The Jerusalem Military Court sentenced an Arab of 
Ramleh to life imprisonment for possessing arms. 
December 8th.—Several incidents of shooting and bombing were 
reported from various parts of the country, but there were no casualties. 
The Nazareth Military Court sentenced an Arab to life imprisonment 
for carrying arms. 
December 9th.—A Jewish boy was fatally wounded at Haifa. 
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December 10th.—Another Jew was seriously wounded at Haifa, anq 
in Jerusalem a bomb was thrown at three Jewish officials but did pot 
explode. 

December 11th.—An Arab landowner who was reported to have 
refused to contribute to terrorist funds was shot dead at Haifa. 

December 12th.—Another Arab was fatally shot near Haifa. 

December 13th.—Thirteen persons were wounded when a Jewish 
he _ fired on near Haifa, and near Tiberias a Jewish constable was 

illed. 

December 14th.—A Jew was dangerously wounded near Jerusalem, 
Two Arabs were sentenced to death for the murder of a Jew during q 
highway robbery in February. 

December 16th.—Troops and police engaged armed Arabs north of 
Tulkarm, killed three and captured one. Near Acre two Arab 
village headmen were murdered. 

December 17th.—The Jerusalem Military Court sentenced an Arab 
to death for carrying an automatic pistol and eight members of his 
family to life imprisonment for trying to rescue him. A Christian 
Arab constable was shot dead near Tulkarm. The Iraq pipe line was 
holed and set alight. 

Four police at Tayyiba village were captured by a band of armed 
men and robbed of their uniforms and money. A fifth was killed. 

December 18th.—Hans Kohn, the German Jewish General Secretary 
of the Palestine Communist Party was released from custody and 
ordered to be deported. 

December 19th.—A Jew was shot dead just outside Jerusalem. 


Poland 

December 7th.—Communiqué issued after M. Delbos’ departure. 
(See Special Note on page 9.) 

December 15ih.—A Foreign Office bulletin declared that Poland 
recognised the usefulness of the League, but that if it manifested a ten- 
dency to engage itself in a battle of ideological doctrines the Gover- 
ment would feel compelled to ascertain whether this tendency was not 
in contradiction with the fundamental bases of Polish policy, and if 
so to reconsider its future attitude towards the League. 


Portugal 
December 7th.—The Government announced the appointment of an 
Agent to represent it at Salamanca. 


Rumania 
December 6th-10th.—Visit of M. Delbos, statement by M. Antonescu, 
and issue of communiqué. (See Special Note on page 9.) 


Siam 

December 9th.—Eleven persons were arrested charged with plotting 
to establish a dictatorship. 

December 10th.—The new Parliament was opened by the Council 
of Regency. 
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Spain 
INTERNAL AFFAIRS. 

December 7th.—Barcelona was raided and some 50 people killed in 
the outskirts of the city. Palma was also raided by Government air- 
craft. 

December 9th.—Large concentrations of insurgent troops were 
reported at Algeciras. 

December 10th.—Alicante was shelled for a short time by insurgent 
warships. 

December 11th.—Valencia was also shelled, but no casualties were 
reported. Barcelona was raided by six seaplanes, and four people 
were wounded. 

December 17th.—The formation of a Supreme Police Council was 
announced, to co-ordinate activity between the Home Ministry, the 
Police, and the Foreign and Defence Ministries in dealing with sub- 
versive activities, particularly those for which ‘‘enemies in the back 
areas’’ were believed to be responsible. 

The Government claimed successes near Teruel. 

December 19th.—Government forces claimed to have reached the 
outskirts of Teruel and to have captured many hundreds of prisoners. 


EXTERNAL AFFAIRS. 

December 7th.—Mr. Attlee, addressing the British battalion of the 
International Brigade in a village near Valencia, said he was proud 
of those who had died and those who were still fighting for the cause 
of democracy, and ‘‘we have been impressed by the organisation and 


the spirit of the Spanish people, and, like you, are sure of their 
victory.”’ 

He would take the truth about the struggle back to the British 
people, and would bring pressure to bear on the Government so that 
British policy should be changed in favour of loyalist Spain. 

Instructions to British Ambassador re declaration of blockade by 
Salamanca Adminstration. (See Great Britain. External Affairs.) 

General Franco received a visit from Prince Xavier of Bourbon- 
Parma, leader of the Carlist cause, who expressed his adherence to him. 

December 9th.—The Government, in a Note to the British Govern- 
ment expressed ‘‘surprise and displeasure’’ because of the lack of justi- 
fication for the warning given to British shipping about the intended 
blockade of the coast by General Franco. The Government had air 
and naval forces and shore batteries more than sufficient to ensure the 
free passage of all merchant ships wishing to enter their ports. 

The immediate result was a big increase in insurance rates on ship- 
ping to Spain, and the wording of the warning gave the impression that 
not even on the high seas would British ships be able to count on the 
absolute protection of their Navy. 

December 12th.—The Government issued a statement that the naval 
forces of the insurgents were insufficient to maintain a blockade of 700 
miles of coast and, as to mines, the activity of the Government sweepers 
eliminated such risk. 

December 16th.—Sir Robert Hodgson, Chief Agent of the British 
Government, arrived at Salamanca. 

Manifesto of French intellectuals. (See France. External Affairs.) 
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December 19th.—The State delegation for Press and Propaganda at 
Salamanca reported that Sir Robert Hodgson had stated that ‘‘If we 
meet with a friendly disposition on the part of the  authorities—anq 
I do not doubt that such will be the case—we shall consider oy 
mission crowned with success, and that we shall have achieved some. 
thing leading to the re-establishment of the normal relations, confidence, 
and friendship which have existed for so many centuries between 


Spain and my country.”’ 


THE NoN-INTERVENTION COMMITTEE. 

December 7th.—The Chairman’s Sub-Committee met to examine 
the replies of both sides in Spain to its Note re volunteers, and recog. 
nised that they were of such a nature that it would be possible for it 
to continue its task. 

It was agreed that the Chairman should initiate discussions with 
the representatives of the countries chiefly interested, so as to reach 
agreement on the method of constituting Commissions to organise the 
withdrawal of non-Spaniards from both sides. 

It was also agreed that a report by the Secretary on the discus. 
sions with the representatives of the Governments concerned re the 
mandate to be given to the Commissions, together with the report of 
the Technical Advisory Sub-Committee on the measures to give effect 
to the British plan relating to the grant of belligerent rights, should 
be submitted to the Main Committee. 


Switzerland 
December 16th.—Federal Councillor Baumann was elected President 


of the Confederation by the Federal Assembly. 


Syri 

nid December 15th.—The Prime Minister signed with the French 
Government an Agreement regarding the application of the French- 
Syrian Treaty. By it France agreed to fulfil all her engagements to- 
wards the minorities, but would not undertake separate commitments 
towards each group. Syria confirmed the rights and guarantees to be 
accorded the minorities. 

The Agreement dealt with the transitional régime till the expiry of 
the Mandate, fixed economic relations between the two countries, and 
determined the conditions in which the security of Syria would be 
assured by French troops. 


Turkey 


December 7th.—The Government denounced the Treaty oi Friend- 
ship with Syria signed on May 30th, 1926, which had been renewed 
yearly since its expiry in 1931. (French officials in the Sanjak were 
accused of carrying on anti-Turkish propaganda.) 

December 17th.—A French military mission arrived in Angora to dis 
cuss the question of the demilitarization of the Hatay (Autonomous Sanjak 
of Alexandretta) in accordance with Article 33 of the Agreement of May 


29th, 1937. 
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U.S.A. 
EXTERNAL AFFAIRS. 

December 8th.—The Secretary of the Interior, speaking in New 
York, described Fascist countries as the spiritual heirs of the Ku-Klux- 
Klan, who had abandoned international law in favour of the “‘night- 
shirt lunacy’’ of America’s terrorist society. 

December 12th.—The Navy Department announced that the river 
gunboat Panay had been sunk by bombs in the Yangtze between Nan- 
king and Wuhu. 

The Washington Post described as ‘‘arrant nonsense’’ Signor Mus- 
solini’s assertion that the democracies were engaged in warlike con- 
spiracy against Italy. ‘‘Nobody knows that better than Signor Musso- 
lini himself, who has been one of the principal beneficiaries of the 
intense peace-mindedness of the democratic Powers,’’ it stated. They 
had given way to him on Ethiopian and Spanish issues, and thus made 
possible those ‘‘two victorious wars’’ of which he boasted. 

He had denounced democracies because they had everything he 
coveted—financial resources, raw materials, etc. The democracies were 
always eager to prevent their relations with Italy from going to the 
extremes of tension, and had held out the olive branch again and 
again, but he had rejected all such peace offerings, for the essential 
conditions of peace—acceptance of the régime of law in the affairs of 
nations—would have frustrated his aggressive designs. 

Expressions of regret for the attacks on ships and statements issued 
by Japanese Foreign Office, etc. (See Special Note page 11.) 

The Chairman of the Foreign Relations Committee of the Senate 
declared that ‘‘these series of accidents to neutrals and neutral vessels 
are becoming intolerable . . . some high Japanese officers are respon- 
sible for such outrages. The names of these officers should be deter- 
mined and they should be punished. Only such punishment will 
demonstrate good faith on the part of Japan and tend to stop this 
series of violations of international law.’’ 

Such actions must be suspected to be deliberate and to be intended 
to frighten the nationals of neutral countries so that they would demand 
of their Governments the withdrawal of all their representatives and 
nationals. 

December 13th.—Mr. Roosevelt’s protest to the Japanese Ambassa- 
dor and the latter’s apology for sinking of Panay. (See Special Note on 
page 11.) 

December 14th.—Note transmitted to the Japanese Government 
giving ‘‘the essential facts’’ of the sinking of the Panay and the three 
steamers, and making strong protest. (See Special Note page 11.) 

December 15th.—Questioned as to possibilities of joint action of any 
kind with Great Britain in China, Mr. Hull said ‘‘I can only repeat that 
since the differences in the Far East began this country and others—like 
Great Britain—having common interests, purposes, and objectives, have 
worked on parallel lines, exchanging information and acting concur- 
rently. That has been our course from the beginning.”’ 

Such a thing as a ‘‘naval display’’ did not ‘‘come within the scope 
of the policies’ they were pursuing. 

December 16th.—Mr. Hull told the press that such official despatches 
as had been received re the bombing of the Panay and the oil vessels 
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confirmed press reports of incidents attending the attack. All the 
information had been transmitted to Mr. Grew. 

Mr. Saito told the press that there could be no question that Mr. 
Roosevelt’s message would, in fact, be conveyed to the Emperor of 
Japan; it was the invariable practice to inform him of such develop. 
ments and communications. 

Japanese denial of machine-gunning of the Panay. (See Special 
Note on page |1). 

December 17th.—The Chief of Naval Operations, after reporting to 
the President, told the press that his official dispatches from Ching 
confirmed the news received by the press, and in reply to a question 
about Fleet movements said ‘“We have all the ships over there for 
which there is apparant need at the present time.” 

December 19th.—The Japanese Ambassador made a public apology 
by radio for the sinking of the Panay, which he deplored as a ‘‘shocking 
blunder,’’ and said the naval officer responsible had been dismissed. 
He added, ‘‘all other necessary steps are being and will be taken so that 
guarantees of safety can be assured all foreign persons and interests 
in China.”’ 


U.S.S.R. 

December 9th.—M. Molotov, addressing his constituency (in Mos- 
cow), said they had had to root out their social enemies ruthlessly 
and had spent 20 years in the struggle before feeling strong enough 
to make the ‘‘Party and non-Party union’’ (the Government slogan) 
the basis for the elections. 

In the whole Union there were only 2 million party members and 
500,000 sympathizers; the electorate numbered 90 millions, and they 
wanted all of them “‘to go hand-in-hand with the 24 million . . . and 
this is no light task, but we shall succeed, and we shall have our own 
People’s Front.”’ 

He also said, ‘‘We have had the danger of war every spring, and 
we have been glad for the 16 years’ peace in which to build up our 
Socialist society.”’ They had crushed the enemy at home, but there 
remained the Fascist States, which could not find support among their 
own people and so called in ‘‘the help of the wreckers and diversionists 
to attempt to weaken us.”’ 

December 1\th.—Reports were current that the Ambassador to 
Germany had been arrested. The German Government were officially 
informed that he would not return to his post. 

M. Stalin, speaking in Moscow, told the candidates for election 
that it was no sinecure that they were taking, and that there were 
some among them about whom it was hard to form a definite idea, 
and added, ‘‘Well, every family has its mongrel.’’ It was the duty 
of the voters themselves to control and influence their Deputies in 
the Supreme Council, and the Deputy must remember he was the 
servant of the people. 

He declared that history knew no example of such free democratic 
elections as theirs. In capitalist countries, even the so-called demo- 
cratic ones, voters were under Pressure from bankers, landowners, 
and other “‘sharks of capitalism,’’ but in the Union there was no pres- 
sure by the ‘‘Haves’’ on the ‘‘Have nots.’ 

December 12th.—The elections were held throughout the Union for 
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the Supreme Council, composed of the Council of the Union and the 

ouncil of Nationalities. The former was to have 569 members, one 
tor each 300,000 inhabitants, the constituencies being arranged on a 
territorial basis. The latter was to have 574 members, 25 for each 
{ the Federal Republics, 11 from each Autonomous Republic, five 
‘rom each Province, and one from each National District. 

The suffrage was universal for everyone over 18, and the ballot 
was secret. There were only 1,143 candidates, but the voter could 
register opposition by crossing out the name on his paper. 

December 14th.—Heavy polls were recorded, Minsk heading the 
list with 99.6 per cent., and Moscow having 99.13 per cent. 

December 15th.—Pravda announced that the 1,143 candidates 
had all been elected by a solid vote of 96.5 per cent. of the electorate. 
The electorate totalled 94,138,159, and 91,113,153 voted. In the vote 
for the Council of the Union 632,074 papers had the names crossed out, 
and in that for the Council of Nationalities, 562,402. 

December 19th.—The trial and execution for high treason, terrorism, 
and espionage of eight officials were officially announced, including 
Karakhan, Yenukidze, Zukerman, and Steiger. 


Yugoslavia 

December 12th-14th.—Visit of M. Delbos, statement by Dr. Stoyadi- 
novitch, issue of communiqué, and signature of agreements supplemen- 
ting trade treaty with France. (See Special Note on page 9.) 
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FORTHCOMING EVENTS 


1938 
January 16th .. Conference of Oslo Convention States 


January 17th .. ° *tooth Session of the League Council 


January 18th .. “Sub-Committee of the International Com- 
mission for Air Navigation Rn 


January 26th ... International Cotton Congress 
January 31st ... International Wave Length Conference .... 
February .. The General Election 


February 7th ..  *“Inter-Governmental Conference for 
Adoption of a Convention on men 
from Germany .... pr 


June 8th .. “Permanent Mandates Commission es 


August 1-6th  ..... International Congress of 2 
and Ethnological Sciences 


* League of Nations or International Labour Office. 
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